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Part  1 - Annual  Budget 


1.1  Mayor's  Report 

The  Mayor's  Report  will  be  included  in  the  item  to  Council. 

1.2  Council  Resolutions 

On  29  March  2017  the  Council  of  Makana  Municipality  met  in  the  Council  Chambers  to  consider  the 
annual  budget  of  the  municipality  for  the  financial  year  2017/18.  The  Council  approved  and  adopted 
the  following  resolutions: 

1.  The  Council  of  Makana  Municipality,  acting  in  terms  of  section  24  of  the  Municipal  Finance 
Management  Act,  (Act  56  of  2003)  approves  and  adopts: 

1.1.  the  Adopted  multi-year  Medium  Term  Revenue  & Expenditure  Framework  (MTREF)  of  the 
municipality  for  the  Financial  Year  2017/18  and  indicative  for  the  projected  outer  years  be 
approved  as  set  out  in  the  budget  tables  A1  - A10 

1.2.  the  Adopted  2017/18  Medium  Term  Revenue  and  Expenditure  Framework  aligned  with  the 
IDP's  Developmental  Objectives  and  Goals  for  Makana  Municipality  be  approved. 

2.  The  Council  of  Makana  Municipality,  acting  in  terms  of  section  75A  of  the  Local  Government: 
Municipal  Systems  Act  (Act  32  of  2000)  approves  and  adopts  with  effect  from  1 July  2017:  as  set 
out  in  Annexure  A 

2.1.  the  tariffs  for  property  rates 

2.2.  the  tariffs  for  electricity 

2.3.  the  tariffs  for  the  supply  of  water 

2.4.  the  tariffs  for  sanitation  services 

2.5.  the  tariffs  for  solid  waste  services 

2.6.  Miscellaneous  and  other  tariffs 


3.  To  guide  the  implementation  of  the  municipality's  annual  budget,  the  Council  approves  the  policies 
as  set  out  in  the  Annexure  B of  this  document. 

3.1  Budget  Policy  Statement  (reviewed) 

3.2  Supply  Chain  Management  Policy  (reviewed) 

3.3  Asset  Management  Policy  (reviewed) 

3.4  Property  Rates  Policy  (remains  unchanged) 

3.5  Assistance  to  the  poor  & Indigent  Policy  (remains  unchanged) 

3.6  Provision  for  doubtful  debts  (remains  unchanged) 

3.7  Credit  Control  & Debt  Collection  Policy  (remains  unchanged) 

3.8  Funding  and  Reserves  Policy  (remains  unchanged) 

3.9  Borrowing  Policy  (remains  unchanged) 

3.10  Cash  Management  and  Investment  Policy  remains  unchanged) 

3. 1 ITariff  Policy  (remains  unchanged) 


Mr.  M.  Planga 

ACTING  MUNICIPAL  MANAGER 


DATE: 
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1.3  Executive  Summary 

The  application  of  sound  financial  management  principles  for  the  compilation  of  the  Municipal 
financial  plan  is  essential  and  critical  to  ensure  that  the  municipality  remains  financially  viable  and 
that  municipal  services  are  provided  sustainably,  economically  and  equitably  to  all  communities. 

The  business  and  service  delivery  priorities  of  the  municipality  were  reviewed  as  part  of  this  year's 
planning  and  budget  process.  Where  appropriate,  funds  were  transferred  from  low-  to  high-priority 
programmes  so  as  to  maintain  sound  financial  stewardship. 

On  the  22  March  2017  the  Mayor,  Portfolio  chair's,  MM  together  with  Directors  called  an  urgent 
Management  meeting  to  discuss  the  R41,  6 million  deficit.  The  CFO  after  consultation  with  the 
AMM  and  the  Directors  met  with  the  Budget  Office  to  reduce  the  deficit  as  it  mostly  relate  to 
non-  cash  items. 

A critical  review  was  also  undertake  of  expenditure  on  non-core  and  non-priority  spending  items  in  line 
with  MFMA  Circular  82  - Cost  Containment  Measures.  Emphasis  was  placed  on  providing  of  funds  for 
the  repairs  and  maintenance  line  items. 

In  light  of  the  above  cost  containment  measures  the  following  expenditure  line  items  were  identified 
as  non-core  and  non-priority: 

• Travel  & Subsistence  Allowance 

• Accommodation 

• All  catering  costs  were  to  10% 

• Security  Costs  - Budget  Steering  Committee  recommended  that  alternatives  for  security 
services  to  be  identified  to  reduce  the  current  costs. 

• Events  Costs 

• Cleaning  Costs 

• Overtime  Costs  - Human  Resource  Manager  is  in  the  process  of  reviewing  the  overtime  policy. 

• Printing  and  Stationery  Costs 

The  main  challenges  experienced  during  the  compilation  of  the  2017/18  MTREF  can 
be  summarised  as  follows: 


o The  need  to  reprioritise  projects  and  expenditure  within  the  existing  resource  envelope.  By 
far  the  greatest  concern  lies  with  all  the  services  financed  by  property  rates, 
o Maximising  revenue  generation 

o Integration  of  town  planning  and  valuation  functions  to  ensure  that  new  property 

developments,  improvements  to  existing  properties  and  changes  to  properties  usage  are 
correctly  processed  and  captured  in  the  billing  system,  to  enable  accurate  accounts  and 
completeness  of  general  valuation  roll  and  supplementary  roll  to  minimise  objections  to 
property  values  also  to  maximise  revenue  base, 
o Curbing  consumption  of  water  and  electricity  by  the  indigent  to  ensure  that  they  do  not 
exceed  their  allocation. 

o Incorrect  billing  due  to  incorrect  meter  readings  and  this  impacts  on  revenue  collection  and 
the  credibility  of  the  financial  information. 

o Employee  related  costs  as  a percentage  of  total  Expenditure  amounts  to  35%  the 
acceptable  norm  for  salaries  is  between  30%  - 35%  of  the  Operating  Budget. 

o The  reduction  in  Other  Revenue  sources  for  example  Agencies  Services  for  vehicle 
o licensing,  Traffic  Fines,  Licenses  and  Permits  is  placing  unsustainable  pressure  on  Rates  that 
is  sitting  at  R64,079,569.15 

o Appropriate  strategies  to  address  water  & electricity  losses  due  to  aging  infrastructure  and 
theft  to  minimise  unaccounted  revenue  losses, 
o Insufficient  capital  investment  for  all  major  infrastructure  improvements;  and 
o The  transition  to  a new  financial  system  and  a new  chart  of  accounts  (mSCOA)  in  this  financial 
year  has  placed  the  administration  under  tremendous  strain  to  compile  this  budget. 
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The  following  budget  principles  and  guidelines  directly  informed  the  compilation  MTREF  for  2076/18: 

National  Treasury's  MFMA  Circular  No.  85  and  86  were  used  to  guide  the  compilation  of  the 
2017/18  MTREF. 

Following  the  tabling  of  the  MTREF,  National  Treasury  will  review  and  make  comments  on  the  Tabled 
budget.  This  assists  the  Municipality  in  ensuring  quality  when  preparing  the  final  budget  in  terms  of 
the  MFMA. 

National  Treasury  will  normally,  from  a quality  perspective,  assess  the  budget  against  the 
following  three  criteria: 

• Credibility; 

• Relevance;  and 

• Sustainability. 


Municipality  is  in  the  process  of  turning  around  the  current  declining  position  in  order  to  build  a 
sustainable  future,  revenue  enhancement  is  one  of  the  key  elements  of  turn  around  strategies  that 
has  be  used  to  address  the  challenges. 

The  Council  has  embarked  on  implementing  a range  of  revenue  collection  strategies  to  optimize  the 
collection  of  debt  owed  by  consumers.  A debt  collecting  company  was  also  appointed  to  assist  with 
data  cleansing,  recovering  outstanding  debts  and  capacitating  the  Credit  Control  personnel  in  the 
process. 

Indigent  policy  and  procedures  are  implemented,  credit  control  and  debt  collection  policy  are 
enforced  as  they  are  important  part  of  debt  management  and  revenue  enhancement. 

Table  1 Consolidated  Overview  of  the  2017/18  MTREF 


Description 

Current  Year 

2017/18  Medium  Term  Revenue  & 
Expenditure  Framework 

R thousands 

Adjusted  Budget 
2016/17 

Budget  Year 
2017/18 

Budget  Year 
2018/19 

Budget  Year 
2019/20 

Total  Operating  Revenue 

422  210 

427  924 

452  315 

477  645 

Total  Operating  Expenditure 

422  210 

427  924 

452  315 

477  645 

Surplus// Deficit) 

0 

0 

0 

0 

Total  Capital  Expenditure 

43  168 

226  267 

55  110 

42  348 

Total  operating  revenue  has  grown  by  R5,  7 million  for  2017/18  financial  year  when  compared  to  the 
2016/17  Adjustment  Budget.  For  the  two  outer  year  years,  operational  revenue  will  increase  by  5.7 
and  5.6  per  cent  respectively. 

The  adopted  capital  budget  of  R226,  2 million  for  2017/18  is  19  per  cent  more  when  compared  to 
the  2016/17  Adjusted  Budget. 
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1.4  OPERATING  BUDGET  FRAMEWORK 
1.4.1  Operating  Revenue 

Makana  Municipality  requires  sustainable  revenue  streams  in  order  to  improve  the  lives  of  its  citizen.  The 
municipality  must  continuously  review  revenue  management  process  to  ensure  that  revenue  projected  and  the 
municipality  has  an  ability  to  maximize  the  revenue  generating  potential  of  all  revenue  sources  through  adequate 
and  effective  controls  and  allow  for  investments  opportunities  that  will  accelerate  economic  growth. 

The  municipality’s  revenue  strategy  is  built  around  the  following  key  concepts: 

• National  Treasury’s  guidelines  ; 

• Efficient  revenue  management,  which  aim  to  ensure  an  above  90  per  cent  annual  collection  rate  for 
property  rates  and  other  service  charges; 

• Electricity  Municipality  tariffs  increases  as  approved  by  the  National  Electricity  Municipality  Regulator  of 
SA(NERSA) 

• Determining  the  tariff  escalation  rate  by  calculating  the  revenue  requirement  of  each  service  taking  into 
consideration  the  affordability  of  these  tariffs; 

• The  municipality’s  Property  Rates  Policy  approved  in  terms  of  MPRA,  and 

• The  municipality’s  Indigent  Policy  and  rendering  of  free  basic  services. 


The  following  table  is  a summary  of  the  2017/18  MTREF  (classified  by  main  revenue  source): 

Table  2 Summary  of  revenue  classified  by  main  revenue  source 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2017/18 

+1  2018/19 

+2  2019/20 

Revenue  By  Source 

Property  rates 

2 

46,153 

53,827 

- 

65,215 

65,215 

65,215 

- 

64,080 

67,732 

71,525 

Service  charges  - electricity  revenue 

2 

95,766 

96,547 

191,064 

191,033 

129,683 

129,683 

- 

126,774 

134,000 

141,504 

Service  charges  - water  revenue 

2 

39,594 

66,695 

73,101 

63,270 

71,052 

71,052 

- 

58,025 

61,333 

64,768 

Service  charges  - sanitation  revenue 

2 

19,752 

21,525 

37,254 

44,075 

33,662 

33,662 

- 

26,051 

27,536 

29,078 

Service  charges  - refuse  revenue 

2 

6,363 

11,741 

19,340 

8,305 

8,305 

8,305 

- 

13,097 

13,843 

14,618 

Service  charges  - other 

90 

102 

- 

- 

- 

- 

- 

Rental  of  facilities  and  equipment 

801 

1,023 

811 

811 

811 

1,579 

1,669 

1,763 

Interest  earned  - external  investments 

10,822 

12,494 

700 

700 

700 

21 

22 

24 

Interest  earned  - outstanding  debtors 

385 

- 

16,059 

16,059 

16,059 

12,065 

12,752 

13,466 

Dividends  received 

- 

- 

- 

- 

- 

- 

Fines,  penalties  and  forfeits 

656 

55 

1,092 

1,092 

1,092 

392 

414 

437 

Licences  and  permits 

2,597 

2,344 

1,647 

1,647 

1,647 

2,509 

2,652 

2,801 

Agency  services 

877 

850 

500 

500 

500 

1,500 

1,586 

1,674 

T ransfers  and  subsidies 

59,983 

81,632 

91,292 

91,292 

91,292 

95,445 

100,886 

106,535 

Other  revenue 

2 

13,850 

2,939 

119,294 

2,185 

2,185 

2,185 

- 

26,387 

27,891 

29,453 

Gains  on  disposal  of  PPE 

33 

Total  Revenue  (excluding  capital  transfers 
and  contributions) 

297,687 

351,809 

440,053 

486,184 

422,203 

422,203 

- 

427,924 

452,316 

477,646 

In  line  with  the  formats  prescribed  by  Municipal  Budget  and  reporting  Regulations,  capital  transfers 
and  contributions  are  excluded  from  the  operating  statement,  as  inclusion  of  these  revenue  sources 
would  distort  the  calcualtion  of  operating  surplus/deficit. 


Revenue  generated  from  rates  and  service  charges  forms  a significant  percentage  of  the  revenue 
basket  for  the  municipality.  ElectriMunicipality  servie  charges  is  the  largest  contriutor  towards 
municipal  revenue  streams  at  an  average  of  30  per  cent  over  MTREF.  The  electri  M u nici  pa  I ity  service 
charges  in  monetary  terms  have  decreases  by  R2,9  million  due  to  tariff  decrease  of  2.2  per  cent. 


The  second  largest  revenue  source  is  Property  Rates  at  6.4  per  cent  increase.  The  municipality  is 
dependant  on  electriMunicipality  to  cross  subsidise  Rates  and  General  services. 
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The  trading  service  water  is  downsized  by  R13  million  2017/18  when  compared  with  2016/17 
Adjusted  Budget.  This  is  attributed  by  the  data  cleasing  exercise  and  tariffs  that  are  not  cost- 
reflective. 

An  insignifcant  source  of  revenue  is  'other  revenue'  which  consists  of  various  items  such  as  income 
received  from  building  plans  fees,  connection  fees.  The  item  segment  of  mSCOA  has  done  away  with 
the  "other  revenue"  as  a category  and  therefore  specific  details  will  be  provided  going  forward  due  to 
the  financial  reforms.  Departments  have  been  urged  to  review  the  tariff  sttructure  and  these  items 
on  an  annual  basis  to  ensure  that  they  are  cost-reflective  and  market  related.  Yet  the  tariffs  have  in 
practice  just  been  escalated  by  the  inflation  index  as  guided  by  the  circular. 

Operating  grants  and  transfer  totals  to  R95,4  million  in  the  2017/18  financial  year,  and  the  allocation 
is  mainly  Equitable  Share,  FMG,  EPWP  and  subsiy  from  the  Sarah  Baartman  District  municipality. 

1.4.2  Operating  Expenditure 

The  municipality's  framework  for  the  2017/18  budget  and  MTREF  is  informed  by  the  following: 

• Given  that  one  of  the  primary  drivers  of  this  budget  is  to  keep  tariff  increases  with  the 
Inflationary  envelope  of  6.4%,  expenditure  allocations  has  increased  by  R5,  7 million  as 
compared  to  2016/17  Adjustments  budget; 

• The  Chief  Financial  Officer  has  ensured  that  Repairs  and  Maintenance  provisions  are  within 
best  practice  parameters  of  8%  of  Asset  Cost  and  13%  of  Operating  Expenditure.  The 
weakness  here  however  is  that  there  is  no  Municipal  wide  asset  repairs  and  maintenance 
plan.  Repairs  and  Maintenance  is  done  in  silo's  hence  it  lacks  in  synergistic  benefit  of 
ensuring  budget  allocations  are  used  efficiently  and  effectively; 

• Related  to  the  above  weakness  the  capital  programme  carries  the  risk  on  not  ensuring 
That  the  asset  renewal  strategy  and  backlog  eradication  is  achieved  in  this  budget; 

• Funding  of  the  budget  over  the  medium-term  is  informed  by  Section  18  and  19  of  the 
MFMA;  and 

• Strict  adherence  to  the  principle  of  "no  project  plan  no  budget".  If  there  is  no  business 
plan  no  funding  allocation  can  be  made. 


The  following  table  is  a high  level  summary  of  the  2016/17  budget  and  MTREF  (classified  per  main 
type  of  operating  expenditure): 


Table  3 Summary  of  operating  expenditure  by  standard  classification  item 


Description 

2013/14  ; 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome  j 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2017/18 

+1  2018/19 

+2  2019/20 

Expenditure  By  Type 

1 

Employee  related  costs 

129,819 

129,930 

126,773 

144,631 

123,994 

123,994 

- 

149,161 

157,663 

166,492 

Remuneration  of  councillors 

8,337  | 

9,458 

9,723 

9,723 

10,497 

10,497 

10,436 

11,030 

11,648 

Debt  impairment 

- 

- 

- 

r 

r 

Depreciation  & asset  impairment 

36,729 

33,599 

31,502 

31,639 

31,639 

31,639 

- 

15,177 

16,042 

16,940 

Finance  charges 

6,337  | 

16,457 

478 

9,700 

9,700 

5,718 

6,044 

6,383 

Bulk  purchases 

67,096 

82,037 

87,574 

104,404 

71,103 

71,103 

- 

101,050 

106,810 

112,791 

Other  materials 

1,600 

1,522 

1,522 

1,145 

1,210 

1,278 

Contracted  serv  ices 

6,917 

4,491 

8,734 

28,408 

28,408 

28,408 

- 

13,655 

14,434 

15,242 

Transfers  and  subsidies 

22,246 

30,808 

48,997 

50,515 

50,515 

50,515 

- 

3,376 

- 

- 

Other  expenditure 

60,457 

82,472 

124,140 

115,272 

94,832 

94,832 

- 

128,206 

139,082 

146,871 

Loss  on  disposal  of  PPE 

1 

Total  Expenditure 

337,939  | 

389,251 

437,920 

486,191 

422,210 

422,210 

- 

427,924 

452,315 

477,644 
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The  budgeted  allocation  for  employee  related  costs  for  the  2017/18  financial  year  totals  R149 
million,  which  equals  35  per  cent  of  the  total  operating  expenditure.  Based  on  the  three  year 
collective  SALGBC  agreement,  salary  increases  have  been  factored  into  this  budget  at  a percentage 
increase  of  8per  cent  for  the  201 7/1 8 financial  year.  An  annual  increase  of  5.7  and  5.6  per  cent 
has  been  included  in  the  two  outer  years  of  the  MTREF. 

Senior  management  has  agreed  in  principle  that  no  provision  would  be  made  for  previously  unfunded 
posts  until  such  time  that  the  financial  position  of  the  municipality  has  improved  and  the  impact  of 
the  Job  evaluation  exercise. 

The  cost  associated  with  the  remuneration  of  councillors  is  determined  by  the  Minister  of 
Cooperative  Governance  and  Traditional  Affairs  in  accordance  with  the  Remuneration  of  Public  Office 
Bearers  Act,  1998  (Act  20  of  1998).  An  increase  of  7 per  cent  has  been  budgeted  for  the  2017/18 
financial  year. 

The  provision  of  debt  impairment  was  determined  based  on  an  annual  collection  rate  of  95  per 
cent  and  the  Debt  Write-off  Policy.  While  this  expenditure  is  considered  to  be  a non-cash  flow  item,  it 
informed  the  total  cost  associated  with  rendering  the  services  of  the  municipality,  as  well  as  the 
municipality's  realistically  anticipated  revenues. 

Provision  for  depreciation  and  asset  impairment  has  been  informed  by  the  Municipality's 
Financial  Asset  Management  Policy.  Depreciation  is  widely  considered  a proxy  for  the 
measurement  of  the  rate  asset  consumption.  Budget  appropriations  in  this  regard  total  R15,  1 
million  for  the  2017/18  financial  year. 

Finance  charges  consist  primarily  of  the  repayment  of  interest  on  long-term  borrowing  (cost  of 
capital).  Finance  charges  on  the  budget  make  up  R5,  7 million  of  operating  expenditure. 

Bulk  purchases  are  directly  informed  by  the  purchase  of  electricity  from  Eskom  and  water  from 
DWS.  The  annual  price  increases  have  been  factored  into  the  budget  appropriations.  Of  the  R101 
million  total  electricity  comprises  R95  million  and  water  R6  million.  The  expenditure  includes 
distribution  losses. 


1.5  CAPITAL  BUDGET  FRAMEWORK 

The  following  table  provides  a breakdown  of  budgeted  capital  expenditure  by  vote: 

Table  4 2017/18  Medium-Term  capital  budget  per  vote 
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Vote  Description 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audit 

outcome 

Budget  Year 

2017/18 

Budget  Year 

+1  2018/19 

Budget  Year 

+2  2019/20 

Capital  Expenditure  - Functional 

Governance  and  administration 

5,302 

2,461 

1,150 

6,350 

1,644 

1,644 

- 

- 

- 

- 

Executive  and  council 

673 

327 

- 

- 

- 

- 

- 

Finance  and  administration 

1,161 

568 

- 

- 

- 

- 

- 

Internal  audit 

3,468 

1,566 

1,150 

6,350 

1,644 

1,644 

- 

Community  and  public  safety 

18,609 

3,673 

1,300 

17,878 

20,334 

20,334 

- 

- 

- 

Community  and  social  services 

3,100 

67 

996 

1,084 

1,084 

1,084 

- 

- 

Sport  and  recreation 

14,138 

3,393 

304 

16,794 

19,251 

19,251 

- 

- 

Public  safety 

935 

213 

- 

- 

- 

- 

- 

- 

Housing 

- 

- 

- 

- 

- 

- 

- 

Health 

436 

- 

- 

- 

- 

- 

- 

- 

Economic  and  environmental  services 

8,722 

11,945 

1,201 

1,252 

12,860 

12,860 

- 

6,309 

- 

- 

Planning  and  development 

3,359 

3,720 

- 

- 

- 

- 

600 

- 

- 

Road  transport 

4,917 

8,224 

1,201 

1,252 

12,860 

12,860 

5,709 

- 

- 

Environmental  protection 

445 

- 

- 

- 

- 

- 

Trading  services 

20,952 

22,654 

59,291 

144,563 

8,331 

8,331 

219,958 

55,110 

42,348 

Energy  sources 

1,129 

2,953 

5,114 

9,079 

5,079 

5,079 

13,085 

4,110 

4,348 

Water  management 

1,897 

15,442 

26,000 

47,065 

2,160 

2,160 

177,462 

25,000 

15,000 

Waste  water  management 

17,926 

4,236 

28,177 

88,419 

1,092 

1,092 

29,412 

26,000 

23,000 

Waste  management 

- 

24 

- 

- 

- 

- 

- 

Other 

- 

- 

- 

- 

- 

- 

- 

Total  Capital  Expenditure  - Functional 

53,585 

40,733 

62,942 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Funded  bv: 

National  Government 

29,643 

21,784 

56,940 

159,140 

42,085 

42,085 

86,267 

55,110 

42,348 

Provincial  Government 

996 

1,084 

1,084 

1,084 

- 

District  Municipality 

67 

- 

- 

- 

- 

Other  transfers  and  grants 

- 

9,820 

0 

0 

140,000 

- 

Transfers  recognised  - capital 

29,643 

21,852 

57,936 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Public  contributions  & donations 

- 

- 

- 

- 

Borrowing 

849 

6,835 

- 

- 

Internally  generated  funds 

23,094 

12,047 

5,056 

- 

- 

Total  Capital  Funding 

53,585 

40,733 

62,992 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

For  the  2017/18  financial  year,  R89,  5 million  will  be  spent  on  repairs  and  maintenance  infrastructure 
assets.  Water  infrastructure  allocation  totalling  R177,  4 million),  followed  by  electricity  infrastructure 
at  R86  million,  water  at  R73  million  and  sanitation  at  11  R29,  4 million. 

1.6  Municipal  Standard  Chart  of  Accounts  (mSCOA) 

As  Council  is  aware  this  Municipality  is  currently  preparing  for  the  implementation  of  the  new 
Municipal  Standard  Chart  of  Accounts.  Such  are  governed  by  regulations  which  will  become  effective 
Nation-wide  on  1 July  2017. 

In  short  the  change  is  resulting  in  some  sound  business  reforms: 

• Ensuring  a more  consistent  reporting  of  financial  transactions  across  all  municipalities  in 
South  Africa;  and 

• Ensuring  that  municipalities  can  budget  per  objective  or  project  based,  not  on  items  or 
products. 

The  project  is  run  on  a strict  Project  Management  basis  and  project  issues  are  well  documented 
and  managed. 


1.7  Annual  Budget  Tables 
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The  following  pages  present  the  ten  main  budget  tables  as  required  in  terms  of  section  8 of  the 
Municipal  Budget  and  Reporting  Regulations.  These  tables  set  out  the  municipality's  2017/18  budget 
and  MTREF  as  approved  by  the  Council.  Each  table  is  accompanied  by  explanatory  notes  on  the 
following  page. 

Table  5 MBRR  Table  A1  - Budget  Summary 


EC104  Makana  - Table  A1  Budget  Summary 


Description 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousands 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audit 

outcome 

Budget  Year 

2017/18 

Budget  Year 

+1  2018/19 

Budget  Year 

+2  2019/20 

Financial  Performance 

Property  rates 

46,153 

53,827 

- 

65,215 

65,215 

65,215 

- 

64,080 

67,732 

71,525 

Service  charges 

161,564 

196,610 

320,759 

306,683 

242,702 

242,702 

- 

223,946 

236,712 

249,968 

Investment  revenue 

10,822 

12,494 

- 

700 

700 

700 

- 

21 

22 

24 

T ransfers  recognised  - operational 

59,983 

81,632 

- 

91,292 

91,292 

91,292 

- 

95,445 

100,886 

106,535 

Other  own  revenue 

19,165 

7,245 

119,294 

22,295 

22,295 

22,295 

- 

44,432 

46,964 

49,594 

Total  Revenue  (excluding  capital  transfers 

297,687 

351,809 

440,053 

486,184 

422,203 

422,203 

- 

427,924 

452,316 

477,646 

and  contributions) 

Employee  costs 

129,819 

129,930 

126,773 

144,631 

123,994 

123,994 

- 

149,161 

157,663 

166,492 

Remuneration  of  councillors 

8,337 

9,458 

9,723 

9,723 

10,497 

10,497 

- 

10,436 

11,030 

11,648 

Depreciation  & asset  impairment 

36,729 

33,599 

31,502 

31,639 

31,639 

31,639 

- 

15,177 

16,042 

16,940 

Finance  charges 

6,337 

16,457 

478 

- 

9,700 

9,700 

- 

5,718 

6,044 

6,383 

Materials  and  bulk  purchases 

67,096 

82,037 

87,574 

106,004 

72,625 

72,625 

- 

102,195 

108,020 

114,069 

T ransfers  and  grants 

22,246 

30,808 

48,997 

50,515 

50,515 

50,515 

- 

3,376 

- 

- 

Other  ex  penditure 

67,374 

86,962 

132,874 

143,680 

123,240 

123,240 

- 

141,862 

153,516 

162,113 

Total  Expenditure 

337,939 

389,251 

437,920 

486,191 

422,210 

422,210 

- 

427,924 

452,315 

477,644 

Surplus/(Deficit) 

(40,251) 

(37,442) 

2,133 

(8)1 

(8) 

- 

0 

2 

2 

Transfers  and  subsidies  - capital  (monetary  alloc 

55,750 

28,979 

- 

- 

- 

- 

- 

24,764 

25,990 

27,283 

Contributions  recognised  - capital  & contributed  a 

- 

- 

- 

- 

- 

- 

- 

201,503 

29,120 

15,065 

Surpl us/(Deficit)  after  capital  transfers  & 

15,499 

(8,463) 

2,133 

(8) 

(8) 

(8) 

- 

226,267 

55,112 

42,350 

contributions 

Share  of  surplus/  (deficit)  of  associate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit)  for  the  year 

15,499 

(8,463) 

2,133 

(8) 

(8) 

(8) 

- 

226,267 

55,112 

42,350 

Capital  expenditure  & funds  sources 

Capital  expenditure 

53,585 

40,733 

62,942 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Transfers  recognised  - capital 

29,643 

21,852 

57,936 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Public  contributions  & donations 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

849 

6,835 

- 

- 

- 

- 

- 

- 

- 

- 

Internally  generated  funds 

23,094 

12,047 

5,056 

- 

- 

- 

- 

- 

- 

- 

Total  sources  of  capital  funds 

53,585 

40,733 

62,992 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Financial  position 

Total  current  assets 

183,364 

257,605 

406,362 

278,677 

278,677 

278,677 

- 

455,040 

480,977 

507,912 

Total  non  current  assets 

1,037,290 

1,072,632 

700,456 

920,961 

920,961 

920,961 

- 

1,053,267 

1,113,304 

1,175,649 

Total  current  liabilities 

135,312 

236,979 

111,932 

281,005 

281,005 

281,005 

- 

205,052 

219,740 

232,045 

Total  non  current  liabilities 

91,221 

116,502 

2,145 

49,307 

49,307 

49,307 

- 

70,900 

74,941 

79,138 

Community  wealth/Equity 

994,122 

976,755 

992,213 

808,793 

808,793 

808,793 

- 

- 

- 

- 

Cash  flows 

Net  cash  from  (used)  operating 

(8,908) 

55,925 

5,042 

184,063 

57,189 

57,189 

- 

7,760 

8,202 

8,662 

Net  cash  from  (used)  investing 

(53,701) 

(38,853) 

(6,857) 

(173,043) 

(43,168) 

(43,168) 

- 

500 

529 

558 

Net  cash  from  (used)  financing 

30,770 

1,063 

- 

(5,500) 

(4,000) 

(4,000) 

- 

(4,500) 

(4,757) 

(5,023) 

Cash/cash  equivalents  at  the  year  end 

(22,006) 

4,698 

5,105 

8,129 

12,629 

12,629 

- 

8,939 

12,914 

17,111 

Cash  backinq/surplus  reconciliation 

Cash  and  investments  available 

(13,275) 

18,320 

20,451 

20,473 

20,473 

20,473 

- 

12,679 

13,402 

14,152 

Application  of  cash  and  investments 

(63,255) 

(327) 

(101,457) 

12,490 

(17,901) 

(17,901) 

- 

(243,497) 

(257,376) 

(271,789) 

Balance  - surplus  (shortfall) 

49,980 

18,647 

121,908 

7,983 

38,374 

38,374 

- 

256,177 

270,778 

285,941 

Asset  management 

Asset  register  summary  (WDV) 

1,034,129 

1,072,632 

125,884 

340,086 

340,086 

340,086 

- 

- 

- 

- 

Depreciation 

36,729 

33,599 

31,502 

31,639 

31,639 

31,639 

- 

- 

- 

- 

Renewal  of  Existing  Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Repairs  and  Maintenance 

12,777 

10,136 

23,657 

- 

- 

- 

- 

- 

- 

- 

Free  services 

Cost  of  Free  Basic  Services  provided 

- 

- 

- 

7 

7 

7 

8 

8 

8 

8 

Revenue  cost  of  free  services  provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Households  below  minimum  service  level 

Water: 

- 

- 

- 

25 

250 

25 

150 

150 

14 

13 

Sanitation/sewerage: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Energy: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

- 

0 

0 

0 

0 

0 

0 

0 

Explanatory  notes  to  MBRR  Table  A1  - Budget  Summary 
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1 . Table  A1  is  a budget  summary  and  provides  a concise  overview  of  the  municipality  budget  from  all 
of  the  major  financial  perspectives  (operating,  capital  expenditure,  financial  position,  cash  flow,  and 
MFMA  funding  compliance). 

2.  The  table  provides  an  overview  of  the  amounts  approved  by  Council  for  operating  performance, 
resources  deployed  to  capital  expenditure,  financial  position,  cash  and  funding  compliance,  as  well  as 
the  municipality's  commitment  to  eliminating  basic  service  delivery  backlogs. 

3.  Financial  management  reforms  emphasises  the  importance  of  the  municipal  budget  being  funded. 
This  requires  the  simultaneous  assessment  of  the  Financial  Performance,  Financial  Position  and  Cash 
Flow  Budgets,  along  with  the  Capital  Budget.  The  Budget  Summary  provides  the  key  information  in 
this  regard: 

a.  The  operating  surplus/deficit  (after  Total  Expenditure)  is  positive  over  the  MTREF 

b.  Capital  expenditure  is  balanced  by  capital  funding  sources,  of  which  transfers  recognised  is 
reflected  on  the  Financial  Performance  Budget; 

4.  Even  though  the  Council  is  placing  great  emphasis  on  securing  the  financial  sustainability  of  the 
municipality,  this  is  not  being  done  at  the  expense  of  services  to  the  poor.  The  section  of  Free 
Services  shows  that  the  amount  spent  on  Free  Basic  Services  and  the  revenue  cost  of  free  services 
provided  by  the  municipality  continues  to  increase  however  it  needs  to  be  noted  that  this  table  does 
not  cater  for  the  cross  subsidisation  value  of  the  lower  end  tariffs  in  the  tiered  structure  of  basic 
service  charges.  This  implies  that  the  values  reflected  as  Free  Basic  Services  and  the  revenue  cost  are 
in  reality  much  higher  should  one  include  the  cross-subsidisation  that  takes  place  within  the  lower 
end  of  the  tariffs.  In  addition,  the  municipality  continues  to  make  progress  in  addressing  service 
delivery  backlogs. 


Table  6 MBRR  Table  A2  - Budgeted  Financial  Performance  (revenue  and  expenditure  by 
standard  classification 
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EC104  Makana  - Table  A2  Budgeted  Financial  Performance  (revenue  and  expenditure  by  functional  classification) 


Functional  Classification  Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year 

2017/18 

Budget  Year 

+1  2018/19 

Budget  Year 

+2  2019/20 

Revenue  ■ Functional 

Governance  and  administration 

105,155 

148,057 

110,328 

143,583 

123,263 

123,263 

131,336 

138,731 

146,500 

Executive  and  council 

3,858 

5,984 

8,519 

7,660 

7,660 

7,660 

32,075 

33,903 

35,801 

Finance  and  administration 

101,297 

142,073 

101,809 

135,923 

115,603 

115,603 

97,662 

103,229 

109,010 

Internal  audit 

- 

- 

- 

- 

- 

- 

1,599 

1,599 

1,689 

Community  and  public  safety 

8,308 

31,860 

3,886 

24,360 

16,701 

16,701 

14,786 

15,628 

16,504 

Community  and  social  services 

2,682 

1,141 

3,527 

4,789 

4,789 

4,789 

4,550 

4,810 

5,079 

Sport  and  recreation 

3,784 

28,979 

127 

16,810 

9,151 

9,151 

6,398 

6,763 

7,142 

Public  safety 

48 

- 

232 

840 

840 

840 

2,228 

2,355 

2,487 

Housing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Health 

1,793 

1,740 

- 

1,921 

1,921 

1,921 

1,609 

1,701 

1,796 

Economic  and  environmental  services 

13,760 

4,363 

5,066 

4,929 

4,929 

4,929 

30,216 

25,270 

26,685 

Planning  and  development 

2,455 

641 

2,554 

230 

230 

230 

13,251 

13,372 

14,120 

Road  transport 

10,284 

3,320 

2,512 

4,674 

4,674 

4,674 

16,941 

11,872 

12,537 

Environmental  protection 

1,022 

402 

- 

25 

25 

25 

24 

26 

27 

Trading  services 

226,212 

196,508 

320,758 

483,352 

277,306 

277,306 

594,839 

327,689 

330,192 

Energy  sources 

100,108 

96,547 

191,064 

204,540 

161,905 

161,905 

266,994 

148,822 

157,164 

Water  management 

61,021 

66,695 

73,101 

116,645 

70,213 

70,213 

248,940 

100,553 

94,783 

Waste  water  management 

37,692 

21,525 

37,254 

146,403 

29,424 

29,424 

61,235 

59,637 

58,521 

Waste  management 

27,390 

11,741 

19,340 

15,764 

15,764 

15,764 

17,670 

18,677 

19,723 

Other 

4 

3 

- 

15 

10 

10 

10 

16 

17 

18 

Total  Revenue  - Functional 

2 

353,438 

380,788 

440.054 

656,234 

422.210 

422,210 

771,192 

507,335 

519,898 

Expenditure  ■ Functional 

Governance  and  administration 

112,471 

173,565 

129,449 

158,999 

160,163 

160,163 

124,135 

131,210 

138,558 

Executive  and  council 

24,104 

16,310 

33,831 

31,862 

24,098 

24,098 

32,075 

33,903 

35,801 

Finance  and  administration 

88,367 

157,255 

95,618 

127,137 

136,065 

136,065 

90,461 

95,617 

100,972 

Internal  audit 

- 

- 

- 

- 

- 

- 

1,599 

1,690 

1,785 

Community  and  public  safety 

21,920 

18,437 

30,294 

43,766 

42,260 

42,260 

2,334 

2,468 

2,606 

Community  and  social  services 

6,589 

8,601 

11,535 

12,332 

12,200 

12,200 

2,334 

2,468 

2,606 

Sport  and  recreation 

6,695 

8,014 

7,487 

16,088 

14,896 

14,896 

- 

- 

- 

Public  safety 

6,343 

- 

11,271 

12,469 

12,404 

12,404 

- 

- 

- 

Housing 

45 

- 

- 

56 

56 

56 

- 

- 

- 

Health 

2,249 

1,822 

- 

2,821 

2,704 

2,704 

- 

- 

- 

Economic  and  environmental  services 

27,329 

32,742 

45,196 

42,143 

42,673 

42,673 

39,890 

42,164 

44,525 

Planning  and  development 

7,675 

6,520 

13,214 

11,862 

9,804 

9,804 

20,711 

21,892 

23,117 

Road  transport 

17,305 

26,222 

24,943 

27,535 

30,883 

30,883 

19,179 

20,272 

21,408 

Environmental  protection 

2,349 

- 

7,039 

2,747 

1,987 

1,987 

- 

- 

- 

Trading  services 

175,967 

164,507 

232,822 

241,114 

176,944 

176,944 

261,565 

276,475 

291,957 

Energy  sources 

84,155 

98,641 

117,979 

129,734 

76,400 

76,400 

164,992 

174,397 

184,163 

Water  management 

50,585 

37,390 

55,749 

56,891 

56,891 

56,891 

72,259 

76,378 

80,655 

Waste  water  management 

24,801 

16,314 

29,739 

32,966 

25,545 

25,545 

24,314 

25,700 

27,139 

Waste  management 

16,426 

12,163 

29,354 

21,522 

18,108 

18,108 

- 

- 

- 

Other 

4 

252 

- 

160 

169 

169 

169 

- 

- 

- 

Total  Expenditure  ■ Functional 

3 

337,939 

389,251 

437,921 

486,191 

422.210 

422.210 

427,925 

452,317 

477,646 

Surplus/(Deficit)  for  the  year 

15,499 

(8,463) 

2,133 

170,043 

(0) 

(0) 

343,268 

55,019 

42,252 

Explanatory  notes  to  MBRR  Table  A2  - Budgeted  Financial  Performance  (revenue  and 
expenditure  by  standard  classification) 

1.  Table  A2  is  a view  of  the  budgeted  financial  performance  in  relation  to  revenue  and  expenditure 
per  standard  classification.  The  modified  GFS  standard  classification  divides  the  municipal  services 
into  15  functional  areas.  Municipal  revenue,  operating  expenditure  and  capital  expenditure  are  then 
classified  in  terms  if  each  of  these  functional  areas  which  enables  the  National  Treasury  to  compile 
'whole  of  government'  reports. 

2.  Note  the  Total  Revenue  on  this  table  includes  capital  revenues  (Transfers  recognised  - capital)  and 
so  does  not  balance  to  the  operating  revenue  shown  on  Table  A4. 

3.  Note  that  as  a general  principle  the  revenues  for  the  Trading  Services  should  exceed  their 
expenditures.  The  table  highlights  that  this  is  the  case  for  Electricity,  Water  function 

3.  Other  functions  that  show  a deficit  between  revenue  and  expenditure  are  being  financed  from 
rates  revenues  and  other  revenue  sources. 
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MAKANA  MUNICIPALITY  - DRAFT  BUDGET  2017/18  TO  2019/20 


Table  7 MBRR  Table  A3  - Budgeted  Financial  Performance  (revenue  and  expenditure  by 
municipal  vote) 


EC104  Makana  ■ Table  A3  Budgeted  Financial  Performance  (revenue  and  expenditure  by  municipal  vote) 


Vote  Description 

R thousand 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year 

2017/18 

Budget  Year 

+1  2018/19 

Budget  Year 

+2  2019/20 

Revenue  by  Vote 

1 

Vote  1 - Technical  & Infrastructure 

- 

35,407 

38,567 

53,842 

42,202 

42,202 

39,625 

41,884 

44,229 

Vote  2 - Corporate  Services 

- 

403 

929 

915 

665 

665 

6,153 

6,504 

6,868 

Vote  3 - Financial  Services 

- 

83,700 

98,799 

126,200 

119,700 

119,700 

86,469 

91,398 

96,517 

Vote  4 - Community  & Social  Services 

- 

28,469 

27,319 

25,437 

17,778 

17,778 

36,730 

38,824 

40,998 

Vote  5 - Executive  Mayor 

- 

463 

561 

2,912 

2,912 

2,912 

8,856 

9,361 

9,885 

Vote  6 - Speakers  Office 

- 

3,746 

4,508 

4,745 

4,745 

4,745 

11,302 

11,946 

12,615 

Vote  7 - Municipal  Manager 

- 

743 

3,428 

2 

2 

2 

13,866 

14,656 

15,477 

Vote  8 - Local  Economic  Development 

- 

109 

1,380 

1,032 

1,032 

1,032 

16,535 

17,478 

18,457 

Vote  9 - Housing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote  10  - Electricity 

- 

116,556 

191,063 

195,461 

161,961 

161,961 

136,909 

144,712 

152,816 

Vote  1 1 - Water 

- 

76,715 

73,101 

75,645 

70,213 

70,213 

71,479 

75,553 

79,784 

Vote  12  - Dog  Tax 

- 

- 

1 

1 

1 

1 

- 

- 

- 

Vote  13 -[NAME  OF  VOTE  13] 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote  14  - [NAME  OF  VOTE  14] 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote  15  - [NAME  OF  VOTE  15] 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  Revenue  by  Vote 

2 

- 

346,312 

439,657 

486,191 

421,210 

421,210 

427,924 

452,315 

477,645 

Expenditure  bv  Vote  to  be  appropriated 

1 

Vote  1 - Technical  & Infrastructure 

- 

44,396 

51,054 

59,362 

47,897 

47,897 

48,623 

51,395 

54,273 

Vote  2 - Corporate  Services 

- 

25,738 

38,016 

37,843 

37,593 

37,593 

28,637 

30,270 

31,965 

Vote  3 - Financial  Services 

- 

60,708 

50,605 

79,443 

72,943 

72,943 

56,123 

59,322 

62,644 

Vote  4 - Community  & Social  Services 

- 

58,543 

87,102 

77,120 

69,461 

69,461 

- 

- 

- 

Vote  5 - Executive  Mayor 

- 

4,371 

4,937 

10,281 

10,281 

10,281 

8,856 

9,361 

9,885 

Vote  6 - Speakers  Office 

- 

6,728 

11,348 

13,163 

13,163 

13,163 

11,302 

11,946 

12,615 

Vote  7 - Municipal  Manager 

- 

4,158 

5,806 

8,418 

8,418 

8,418 

13,516 

14,286 

15,086 

Vote  8 - Local  Economic  Development 

- 

4,866 

16,433 

13,877 

13,877 

13,877 

22,248 

23,516 

24,833 

Vote  9 - Housing 

- 

48 

26 

56 

56 

56 

- 

- 

- 

Vote  10  - Electricity 

- 

106,402 

116,744 

129,734 

96,234 

96,234 

164,991 

174,395 

184,161 

Vote  1 1 - Water 

- 

48,304 

55,849 

56,891 

52,284 

52,284 

73,628 

77,825 

82,183 

Vote  12  - Dog  Tax 

- 

- 

- 

1 

1 

1 

- 

- 

- 

Vote  13  - [NAME  OF  VOTE  13] 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote  14  - [NAME  OF  VOTE  14] 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote  15 -[NAME  OF  VOTE  15] 

- 

- 

- 

- 

- 

- 

- 

Total  Expenditure  by  Vote 

2 

- 

364,262 

437,920 

486,191 

422,210 

422,210 

427,924 

452,316 

477,645 

Surplus/(Deficit)  for  the  year 

2 

- 

(17,950) 

1,736 

0 

(1,000) 

(1,000) 

(0) 

(0) 

(0) 

Explanatory  notes  to  MBRR  Table  A3  - Budgeted  Financial  Performance  (revenue  and 
expenditure  by  municipal  vote) 

1.  Table  A3  is  a view  of  the  budgeted  financial  performance  in  relation  to  the  revenue  and 
expenditure  per  municipal  vote.  This  table  facilitates  the  view  of  the  budgeted  operating 
performance  in  relation  to  the  organisational  structure  of  the  Municipality.  This  means  it  is  possible  to 
present  the  operating  surplus  or  deficit  of  a vote. 
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MAKANA  MUNICIPALITY  - DRAFT  BUDGET  2017/18  TO  2019/20 


Table  8 MBRR  Table  A4  - Budgeted  Financial  Performance  (revenue  and  expenditure) 


EC104  Makana  ■ Table  A4  Budgeted  Financial  Performance  (revenue  and  expenditure) 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2017/18 

+1  2018/19 

+2  2019/20 

Revenue  By  Source 

Property  rates 

2 

46,153 

53,827 

- 

65,215 

65,215 

65,215 

- 

64,080 

67,732 

71,525 

Service  charges  - electricity  revenue 

2 

95,766 

96,547 

191,064 

191,033 

129,683 

129,683 

- 

126,774 

134,000 

141,504 

Service  charges  - water  revenue 

2 

39,594 

66,695 

73,101 

63,270 

71,052 

71,052 

- 

58,025 

61,333 

64,768 

Service  charges  - sanitation  revenue 

2 

19,752 

21,525 

37,254 

44,075 

33,662 

33,662 

- 

26,051 

27,536 

29,078 

Service  charges  - refuse  revenue 

2 

6,363 

11,741 

19,340 

8,305 

8,305 

8,305 

- 

13,097 

13,843 

14,618 

Service  charges  - other 

90 

102 

- 

- 

- 

- 

- 

Rental  of  facilities  and  equipment 

801 

1,023 

811 

811 

811 

1,579 

1,669 

1,763 

Interest  earned  - external  investments 

10,822 

12,494 

700 

700 

700 

21 

22 

24 

Interest  earned  - outstanding  debtors 

385 

- 

16,059 

16,059 

16,059 

12,065 

12,752 

13,466 

Dividends  received 

- 

- 

- 

- 

- 

- 

Fines,  penalties  and  forfeits 

656 

55 

1,092 

1,092 

1,092 

392 

414 

437 

Licences  and  permits 

2,597 

2,344 

1,647 

1,647 

1,647 

2,509 

2,652 

2,801 

Agency  services 

877 

850 

500 

500 

500 

1,500 

1,586 

1,674 

Transfers  and  subsidies 

59,983 

81,632 

91,292 

91,292 

91,292 

95,445 

100,886 

106,535 

Other  revenue 

2 

13,850 

2,939 

119,294 

2,185 

2,185 

2,185 

- 

26,387 

27,891 

29,453 

Gains  on  disposal  of  PPE 

33 

Total  Revenue  (excluding  capital  transfers 
and  contributions) 

297,687 

351,809 

440,053 

486,184 

422,203 

422,203 

- 

427,924 

452,316 

477,646 

Expenditure  Bv  Tvpe 

Employee  related  costs 

2 

129,819 

129,930 

126,773 

144,631 

123,994 

123,994 

- 

149,161 

157,663 

166,492 

Remuneration  of  councillors 

8,337 

9,458 

9,723 

9,723 

10,497 

10,497 

10,436 

11,030 

11,648 

Debt  impairment 

3 

- 

- 

- 

- 

- 

- 

Depreciation  & asset  impairment 

2 

36,729 

33,599 

31,502 

31,639 

31,639 

31,639 

- 

15,177 

16,042 

16,940 

Finance  charges 

6,337 

16,457 

478 

9,700 

9,700 

5,718 

6,044 

6,383 

Bulk  purchases 

2 

67,096 

82,037 

87,574 

104,404 

71,103 

71,103 

- 

101,050 

106,810 

112,791 

Other  materials 

8 

1,600 

1,522 

1,522 

1,145 

1,210 

1,278 

Contracted  services 

6,917 

4,491 

8,734 

28,408 

28,408 

28,408 

- 

13,655 

14,434 

15,242 

T ransfers  and  subsidies 

22,246 

30,808 

48,997 

50,515 

50,515 

50,515 

- 

3,376 

- 

- 

Other  ex  penditure 

4,  5 

60,457 

82,472 

124,140 

115,272 

94,832 

94,832 

- 

128,206 

139,082 

146,871 

Loss  on  disposal  of  PPE 

Total  Expenditure 

337,939 

389,251 

437,920 

486,191 

422,210 

422,210 

- 

427,924 

452,315 

477,644 

Surplus/(Deficit) 

(40,251) 

(37,442) 

2,133 

(8) 

(8) 

(8) 

- 

0 

2 

2 

Transfers  and  subsidies  - capital  (monetary 
allocations)  (National  / Provincial  and  District) 

55,750 

28,979 

24,764 

25,990 

27,283 

T ransfers  and  subsidies  - capital  (monetary 
allocations)  (National  / Provincial  Departmental 
Agencies,  Households,  Non-profit  Institutions, 
Private  Enterprises,  Public  Corporatons,  Higher 

6 

T ransfers  and  subsidies  - capital  (in-kind  - all) 

201,503 

29,120 

15,065 

Surplus/(Deficit)  after  capital  transfers  & 

contributions 

15,499 

(8,463) 

2,133 

(8) 

(8) 

(8) 

- 

226,267 

55,112 

42,350 

Taxation 

Surplus/(Deficit)  after  taxation 

15,499 

(8,463) 

2,133 

(8) 

(8) 

(8) 

- 

226,267 

55,112 

42,350 

Attributable  to  minorities 

Surplus/(Deficit)  attributable  to  municipality 

15,499 

(8,463) 

2,133 

(8) 

(8) 

(8) 

- 

226,267 

55,112 

42,350 

Share  of  surplus/  (deficit)  of  associate 

7 

Surplus/(Deficit)  for  the  year 

15,499 

(8,463) 

2,133 

(8) 

(8) 

(8) 

- 

226,267 

55,112 

42,350 

14 
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Table  9 MBRR  Table  A5  - Budgeted  Capital  Expenditure  by  vote,  standard  classification 
and  funding  source 


EC104  Makana  - Table  A5  Budgeted  Capital  Expenditure  by  vote,  functional  classification  and  funding 


Vote  Description 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2017/18 

+1  2018/19 

+2  2019/20 

Capital  Expenditure  - Functional 

Governance  and  administration 

5,302 

2,461 

1,150 

6,350 

1,644 

1,644 

- 

- 

- 

- 

Executive  and  council 

673 

327 

- 

- 

- 

- 

- 

Finance  and  administration 

1,161 

568 

- 

- 

- 

r 

r 

- 

Internal  audit 

3,468 

1,566 

1,150 

6,350 

1,644 

1,644 

- 

Community  and  public  safety 

18,609 

3,673 

1,300 

17,878 

20,334 

20,334 

- 

r 

r 

- 

Community  and  social  services 

3,100 

67 

996 

1,084 

1,084 

1,084 

- 

Sport  and  recreation 

14,138 

3,393 

304 

16,794 

19,251 

19,251 

r 

w 

- 

Public  safety 

935 

213 

- 

- 

- 

- 

- 

Housing 

- 

- 

- 

- 

- 

r 

r 

- 

Health 

436 

- 

- 

- 

- 

- 

- 

Economic  and  environmental  services 

8,722 

11,945 

1,201 

1,252 

12,860 

12,860 

- 

6,309 

- 

- 

Planning  and  development 

3,359 

3,720 

- 

- 

- 

- 

600 

- 

- 

Road  transport 

4,917 

8,224 

1,201 

1,252 

12,860 

12,860 

5,709 

- 

- 

Env  ironmental  protection 

445 

- 

- 

- 

- 

- 

Trading  services 

r 

20,952 

22,654 

r 

59,291 

144,563 

r 

8,331 

8,331 

219,958 

55,110 

42,348 

Energy  sources 

1,129 

2,953 

5,114 

9,079 

5,079 

5,079 

13,085 

4,110 

4,348 

Water  management 

1,897 

15,442 

26,000 

47,065 

2,160 

2,160 

177,462 

25,000 

15,000 

Waste  water  management 

17,926 

4,236 

28,177 

88,419 

1,092 

1,092 

29,412 

26,000 

23,000 

Waste  management 

- 

24 

- 

- 

- 

- 

r 

r 

- 

Other 

- 

- 

- 

- 

- 

- 

- 

Total  Capital  Expenditure  - Functional 

53,585 

40,733 

62,942 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Funded  by: 

National  Government 

29,643 

21,784 

56,940 

159,140 

42,085 

42,085 

86,267 

55,110 

42,348 

Provincial  Government 

996 

1,084 

1,084 

1,084 

- 

District  Municipality 

67 

- 

- 

- 

- 

Other  transfers  and  grants 

- 

9,820 

0 

0 

140,000 

r 

- 

Transfers  recognised  - capital 

29,643 

21,852 

57,936 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Public  contributions  & donations 

- 

- 

- 

r 

r 

- 

Borrowing 

849 

6,835 

- 

- 

Internally  generated  funds 

23,094 

12,047 

5,056 

- 

r 

- 

Total  Capital  Funding 

53,585 

40,733 

62,992 

170,043 

43,168 

43,168 

- 

226,267 

55,110 

42,348 

Explanatory  notes  to  Table  A5  - Budgeted  Capital  Expenditure  by  vote,  standard 
classification  and  funding  source 

1.  Table  A5  is  a breakdown  of  the  capital  programme  in  relation  to  capital  expenditure  by  municipal 
vote  (multi-year  and  single-year  appropriations);  capital  expenditure  by  standard  classification;  and 
the  funding  sources  necessary  to  fund  the  capital  budget,  including  information  on  capital  transfers 
from  national  and  provincial  departments. 

2.  The  MFMA  provides  that  a municipality  may  approve  multi-year  or  single-year  capital  budget 
appropriations. 


15 


MAKANA  MUNICIPALITY  - DRAFT  BUDGET  2017/18  TO  2019/20 


Table  10  MBRR  Table  A6  - Budgeted  Financial  Position 


EC104  Makana  ■ Table  A6  Budgeted  Financial  Position 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2017/18 

+1  2018/19 

+2  2019/20 

ASSETS 

Current  assets 

Cash 

5 

6,040 

6,921 

7,533 

7,533 

7,533 

5,179 

5,474 

5,781 

Call  investment  deposits 

1 

2,024 

12,139 

6,344 

12,940 

12,940 

12,940 

- 

7,500 

7,928 

8,371 

Consumer  debtors 

1 

129,572 

174,750 

353,302 

189,260 

189,260 

189,260 

- 

398,000 

420,686 

444,244 

Other  debtors 

38,490 

49,106 

30,124 

52,347 

52,347 

52,347 

35,760 

37,799 

39,916 

Current  portion  of  long-term  receivables 

150 

28 

- 

30 

30 

30 

- 

- 

Inventory 

2 

13,122 

15,542 

9,671 

16,568 

16,568 

16,568 

8,600 

9,090 

9,599 

Total  current  assets 

183,364 

257,605 

406,362 

278,677 

278,677 

278,677 

- 

455,040 

480,977 

507,912 

Non  current  assets 

Long-term  receivables 

- 

- 

- 

- 

Investments 

161 

142 

7,186 

- 

- 

Investment  property 

201,302 

190,234 

184,500 

195,017 

205,937 

Investment  in  Associate 

151 

151 

151 

- 

- 

Property,  plant  and  equipment 

3 

805,947 

852,542 

661,804 

908,810 

908,810 

908,810 

- 

834,750 

882,331 

931,741 

Agricultural 

28,931 

- 

- 

- 

- 

- 

Biological 

29,008 

- 

- 

- 

- 

Intangible 

948 

707 

2,300 

12,000 

12,000 

12,000 

33,365 

35,267 

37,242 

Other  non-current  assets 

29,166 

- 

- 

- 

653 

690 

728 

Total  non  current  assets 

1,037,290 

1,072,632 

700,456 

920,961 

920,961 

920,961 

- 

1,053,267 

1,113,304 

1,175,649 

TOTAL  ASSETS 

1,220,654 

1,330,236 

1,106,818 

1,199,638 

1,199,638 

1,199,638 

- 

1,508,307 

1,594,280 

1,683,560 

LIABILITIES 

Current  liabilities 

Bank  overdraft 

1 

15,467 

- 

- 

- 

Borrowing 

4 

4,010 

4,128 

2,500 

4,400 

4,400 

4,400 

- 

30,562 

32,304 

34,113 

Consumer  deposits 

2,298 

2,321 

2,451 

2,474 

2,474 

2,474 

3,000 

3,168 

Trade  and  other  payables 

4 

103,825 

227,802 

102,863 

263,776 

263,776 

263,776 

- 

144,491 

152,726 

161,279 

Provisions 

9,713 

2,728 

4,118 

10,354 

10,354 

10,354 

30,000 

31,710 

33,486 

Total  current  liabilities 

135,312 

236,979 

111,932 

281,005 

281,005 

281,005 

- 

205,052 

219,740 

232,045 

Non  current  liabilities 

Borrowing 

50,117 

50,940 

- 

- 

- 

- 

- 

60,000 

63,420 

66,972 

Provisions 

41,104 

65,562 

2,145 

49,307 

49,307 

49,307 

- 

10,900 

11,521 

12,166 

Total  non  current  liabilities 

91,221 

116,502 

2,145 

49,307 

49,307 

49,307 

- 

70,900 

74,941 

79,138 

TOTAL  LIABILITIES 

226,533 

353,481 

114,077 

330,312 

330,312 

330,312 

- 

275,952 

294,681 

311,183 

NET  ASSETS 

5 

994,122 

976,755 

992,741 

869,327 

869,327 

869,327 

- 

1,232,355 

1,299,599 

1,372,377 

COMMUNITY  WEALTH/EQUITY 

Accumulated  Surplus/(Deficit) 

988,694 

971,308 

986,785 

803,044 

803,044 

803,044 

889,000 

939,673 

992,295 

Reserves 

4 

5,428 

5,447 

5,428 

5,749 

5,749 

5,749 

' 

~ 

~ 

~ 

TOTAL  COMMUNITY  WEALTH/EQUITY 

5 

994,122 

976,755 

992,213 

808,793 

808,793 

808,793 

- 

889,000 

939,673 

992,295 

Explanatory  notes  to  Table  A6  - Budgeted  Financial  Position 

1.  Table  A6  is  consistent  with  international  standards  of  good  financial  management  practice,  and 
improves  understandability  for  councillors  and  management  of  the  impact  of  the  budget  on  the 
statement  of  financial  position  (balance  sheet). 

2.  This  format  of  presenting  the  statement  of  financial  position  is  aligned  to  GRAP1,  which  is  generally 
aligned  to  the  international  version  which  presents  Assets  less  Liabilities  as  "accounting"  Community 
Wealth.  The  order  of  items  within  each  group  illustrates  items  in  order  of  liquidity;  i.e.  assets  readily 
converted  to  cash,  or  liabilities  immediately  required  to  be  met  from  cash,  appear  first. 

3.  Table  A6  is  supported  by  an  extensive  table  of  notes  (SA3  which  can  be  found  on  page 
161  providing  a detailed  analysis  of  the  major  components  of  a number  of  items,  including: 

• Call  investments  deposits; 

• Consumer  debtors; 

• Property,  plant  and  equipment; 

• Trade  and  other  payables; 

• Provisions  non-current; 

• Changes  in  net  assets;  and 

• Reserves 

4.  The  municipal  equivalent  of  equity  is  Community  Wealth/Equity.  The  justification  is  that  ownership 
and  the  net  assets  of  the  municipality  belong  to  the  community. 

5.  Any  movement  on  the  Budgeted  Financial  Performance  or  the  Capital  Budget  will  inevitably  impact 
on  the  Budgeted  Financial  Position.  As  an  example,  the  collection  rate  assumption  will  impact  on  the 
cash  position  of  the  municipality  and  subsequently  inform  the  level  of  cash  and  cash  equivalents  at 
year  end.  Similarly,  the  collection  rate  assumption  should  inform  the  budget  appropriation  for  debt 
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impairment  which  in  turn  would  impact  on  the  provision  for  bad  debt.  These  budget  and  planning 
assumptions  form  a critical  link  in  determining  the  applicability  and  relevance  of  the  budget  as  well  as 
the  determination  of  ratios  and  financial  indicators.  In  addition  the  funding  compliance  assessment  is 
informed  directly  by  forecasting  the  statement  of  financial  position. 

• Table  A6  is  consistent  with  international  standards  of  good  financial  management  practice, 
and  improves  understanding  for  councillors  and  management  of  the  impact  of  the  budget  on 
the  statement  of  financial  position  (balance  sheet). 

• The  municipal  equivalent  of  equity  is  Community  Wealth/ Equity.  The  justification  is  that 
ownership  and  the  net  assets  of  the  municipality  belong  to  the  community. 


Table  11  MBRR  Table  A7  - Budgeted  Cash  Flow  Statement 


EC104  Makana  - Table  A7  Budgeted  Cash  Flows 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2017/18 

+1  2018/19 

+2  2019/20 

CASH  FLOW  FROM  OPERATING  ACTIVITIES 
Receipts 

Property  rates 

46,153 

53,827 

40,518 

57,240 

57,240 

57,240 

66,187 

69,960 

73,878 

Service  charges 

161,564 

196,610 

206,731 

226,079 

226,079 

226,079 

215,240 

227,509 

240,249 

Other  revenue 

17,839 

12,130 

757 

21,000 

21,000 

21,000 

8,791 

9,292 

9,812 

Government  - operating 

1 

115,733 

110,611 

84,920 

89,475 

89,475 

89,475 

74,678 

78,934 

83,355 

Government  - capital 

1 

- 

- 

1,801 

173,043 

43,168 

43,168 

25,764 

27,233 

28,758 

Interest 

385 

- 

7,393 

12,100 

15,100 

15,100 

13,000 

13,741 

14,510 

Dividends 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Payments 

Suppliers  and  employees 

(344,246) 

(300,798) 

(259,776) 

(351,972) 

(351,972) 

(351,972) 

(386,806) 

(408,854) 

(431,750) 

Finance  charges 

(6,337) 

(16,455) 

(1.713) 

(5,000) 

(5,000) 

(5,000) 

(5,718) 

(6,044) 

(6,382) 

T ransfers  and  Grants 

1 

- 

- 

(75,589) 

(37,901) 

(37,901) 

(37,901) 

(3,376) 

(3,568) 

(3,768) 

NET  CASH  FROM/(USED)  OPERATING  ACTIVITIES 

(8,908) 

55,925 

5,042 

184,063 

57,189 

57,189 

- 

7,760 

8,202 

8,662 

CASH  FLOWS  FROM  INVESTING  ACTIVITIES 
Receipts 

Proceeds  on  disposal  of  PPE 

(116) 

1,860 

500 

529 

558 

Decrease  (Increase)  in  non-current  debtors 

- 

- 

- 

- 

- 

Decrease  (increase)  other  non-cunent  receivables 

- 

- 

- 

- 

- 

Decrease  (increase)  in  non-current  investments 

- 

20 

- 

- 

- 

Payments 

Capital  assets 

(53,585) 

(40,733) 

(6,857) 

(173,043) 

(43,168) 

(43,168) 

- 

- 

- 

NET  CASH  FROM/(USED)  INVESTING  ACTIVITIES 

(53,701) 

(38,853) 

(6,857) 

(173,043) 

(43,168) 

(43,168) 

- 

500 

529 

558 

CASH  FLOWS  FROM  FINANCING  ACTIVITIES 
Receipts 

Short  term  loans 

- 

- 

- 

- 

- 

Borrowing  long  term/refinancing 

30,770 

- 

- 

- 

- 

Increase  (decrease)  in  consumer  deposits 

- 

- 

- 

- 

- 

Payments 

Repay  ment  of  borrow  ing 

- 

1,063 

(5,500) 

(4,000) 

(4,000) 

(4,500) 

(4,757) 

(5,023) 

NET  CASH  FROM/(USED)  FINANCING  ACTIVITIES 

30,770 

1,063 

- 

(5,500) 

(4,000) 

(4,000) 

- 

(4,500) 

(4,757) 

(5,023) 

NET  INCREASE/  (DECREASE)  IN  CASH  HELD 

(31,839) 

18,135 

(1,815) 

5,520 

10,020 

10,020 

- 

3,760 

3,974 

4,197 

Cash/cash  equivalents  at  the  year  begin: 

2 

9,833 

(13,437) 

6,920 

2,609 

2,609 

2,609 

5,179 

8,939 

12,914 

Cash/cash  equivalents  at  the  year  end: 

2 

(22,006) 

4,698 

5,105 

8,129 

12,629 

12,629 

- 

8,939 

12,914 

17,111 

Explanatory  notes  to  Table  A7  - Budgeted  Cash  Flow  Statement 

1.  The  budgeted  cash  flow  statement  is  the  first  measurement  in  determining  if  the  budget  is  funded. 

2.  It  shows  the  expected  level  of  cash  in-flow  versus  cash  out-flow  that  is  likely  to  result  from  the 
implementation  of  the  budget. 

3.  It  can  be  seen  that  the  cash  levels  of  the  Municipality  is  gradually  improving  as  compared  with  the 
past  years. 

4.  The  2017/18  MTREF  has  been  informed  by  the  planning  principle  of  ensuring  adequate  cash 
reserves  over  the  medium-term. 

5.  Cash  and  cash  equivalents  totals  R 8,  9 million  as  at  the  end  of  the  2017/18  financial  year  and 
increase  to  R 12,9  million  by  2018/19. 
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Table  12  MBRR  Table  A8  - Cash  Backed  Reserves/ Accumulated  Surplus 
Reconciliation 


EC104  Makana  ■ Table  A8  Cash  backed  reserves/accumulated  surplus  reconciliation 


Description 

R thousand 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audit 

outcome 

Budget  Year 

2017/18 

Budget  Year 

+1  2018/19 

Budget  Year 

+2  2019/20 

Cash  and  investments  available 

Cash/cash  equivalents  at  the  year  end 

1 

(22,006) 

4,698 

5,105 

8,129 

12,629 

12,629 

- 

8,939 

12,914 

17,111 

Other  current  investments  >90  days 

8,570 

13,480 

8,160 

12,343 

7,843 

7,843 

- 

3,740 

488 

(2,958) 

Non  current  assets  - Investments 

1 

161 

142 

7,186 

- 

- 

- 

- 

- 

- 

- 

Cash  and  investments  available: 

(13,275) 

18,320 

20,451 

20,473 

20,473 

20,473 

- 

12,679 

13  402 

14,152 

Application  of  cash  and  investments 

Unspent  conditional  transfers 

- 

- 

14,863 

6,920 

6,920 

6,920 

- 

4,017 

4,246 

4,484 

Unspent  borrowing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Statutory  requirements 

2 

(64,764) 

(64,764) 

(64,764) 

- 

- 

Other  working  capital  requirements 

3 

(63,255) 

(327) 

(128,092) 

70,334 

34,194 

34,194 

- 

(247,514) 

(261,622) 

(276,272) 

Other  provisions 

4,852 

- 

- 

Long  term  investments  committed 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Reserves  to  be  backed  by  cash/investments 

5 

6,920 

5,749 

5,749 

- 

- 

Total  Application  of  cash  and  investments: 

(63,255) 

(327) 

(101,457) 

12,490 

(17,901) 

(17,901) 

- 

(243,497) 

(257,376) 

(271,789) 

Surplus(shortfall) 

49,980 

18,647 

121,908 

7,983 

38,374 

38,374 

- 

256,177 

270,778 

285,941 

Explanatory  notes  to  Table  A8  - Cash  Backed  Reserves/Accumulated  Surplus 
Reconciliation 

1.  The  cash  backed  reserves/accumulated  surplus  reconciliation  is  aligned  to  the  requirements  of 
MFMA  Circular  42  - Funding  a Municipal  Budget. 

2.  In  essence  the  table  evaluates  the  funding  levels  of  the  budget  by  firstly  forecasting  the  cash  and 
investments  at  year  end  and  secondly  reconciling  the  available  funding  to  the  liabilities/commitments 
that  exist. 

3.  The  outcome  of  this  exercise  would  either  be  a surplus  or  deficit.  A deficit  would  indicate  that  the 
applications  exceed  the  cash  and  investments  available  and  would  be  indicative  of  non-compliance 
with  the  MFMA  requirements  that  the  municipality's  budget  must  be  "funded". 

4.  Non-compliance  with  section  18  of  the  MFMA  is  assumed  because  a shortfall  would  indirectly 
indicate  that  the  annual  budget  is  not  appropriately  funded. 

6.  As  part  of  the  budgeting  and  planning  guidelines  that  informed  the  compilation  of  the  2017/18 
MTREF  the  end  objective  of  the  medium-term  framework  was  to  ensure  the  budget  is  funded  aligned 
to  section  18  of  the  MFMA. 
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Table  13  MBRR  Table  A10  - Basic  Service  Delivery  Measurement 


EC104  Makana  - Table  A10  Basic  service  delivery  measurement 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

Outcome 

Outcome 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year 

2017/18 

Budget  Year 

+1  2018/19 

Budget  Year 

+2  2019/20 

Household  service  tarqets 

1 

Water: 

Piped  water  inside  dwelling 

- 

- 

- 

37,500 

37,500 

37,500 

40,000 

450,000 

50,000 

Piped  water  inside  yard  (but  not  in  dwelling) 

- 

- 

- 

650 

650 

650 

700,000 

73,000 

75,000 

Using  public  tap  (at  least  min.service  level) 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  water  supply  (at  least  min.service  level) 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Minimum  Service  Level  and  Above  sub-total 

- 

- 

- 

38,150 

38,150 

38,150 

740,000 

523,000 

125,000 

Using  public  tap  (<  min.service  level) 

3 

- 

- 

- 

25,000 

250,000 

25,000 

150,000 

14,000 

13,000 

Other  water  supply  (<  min.service  level) 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

No  water  supply 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Below  Minimum  Service  Level  sub-total 

- 

- 

- 

25,000 

250,000 

25,000 

150,000 

14,000 

13,000 

Total  number  of  households 

5 

- 

- 

- 

63,150 

288,150 

63,150 

890,000 

537,000 

138,000 

Sanitation/seweraqe: 

Flush  toilet  (connected  to  sewerage) 

- 

- 

- 

1,000 

1,000 

1,000 

1,500 

1,500 

1,500 

Flush  toilet  (with  septic  tank) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Chemical  toilet 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Pit  toilet  (ventilated) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  toilet  provisions  (>  min.service  level) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Minimum  Service  Level  and  Above  sub-total 

- 

- 

- 

1,000 

1,000 

1,000 

1,500 

1,500 

1,500 

Bucket  toilet 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  toilet  provisions  (<  min.service  level) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

No  toilet  provisions 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Below  Minimum  Service  Level  sub-total 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  number  of  households 

5 

- 

- 

- 

1,000 

1,000 

1,000 

1,500 

1,500 

1,500 

Energy: 

Electricity  (at  least  min.service  level) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity  - prepaid  (min.service  level) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Minimum  Service  Level  and  Above  sub-total 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity  (<  min.service  level) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity  - prepaid  (<  min.  sew  ice  level) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  energy  sources 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Below  Minimum  Service  Level  sub-total 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  number  of  households 

5 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

Removed  at  least  once  a week 

- 

- 

- 

25,000 

25,000 

25,000 

26,000 

26,500 

27,000 

Minimum  Service  Level  and  Above  sub-total 

- 

- 

- 

25,000 

25,000 

25,000 

26,000 

26,500 

27,000 

Removed  less  frequently  than  once  a week 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Using  communal  refuse  dump 

- 

- 

- 

2 

2 

2 

2 

2 

2 

Using  own  refuse  dump 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  rubbish  disposal 

- 

- 

- 

- 

- 

- 

- 

- 

- 

No  rubbish  disposal 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Below  Minimum  Service  Level  sub-total 

- 

- 

- 

2 

2 

2 

2 

2 

2 

Total  number  of  households 

5 

" 

- 

- 

25,002 

25,002 

25,002 

26,002 

26,502 

27,002 

Households  receivina  Free  Basic  Service 

7 

Water  (6  kilolitres  per  household  per  month) 

- 

- 

- 

7,434 

7,434 

7,434 

8,000 

7,500 

8,000 

Sanitation  (free  minimum  level  service) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity /other  energy  (50kwh  per  household  per  month) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse  (removed  at  least  once  a week) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Cost  of  Free  Basic  Services  provided  - Formal  Settlements  (R'000) 

8 

Water  (6  kilolitres  per  indigent  household  per  month) 

- 

- 

- 

7 

7 

7 

8 

8 

8 

Sanitation  (free  sanitation  service  to  indigent  households) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity /other  energy  (50kwh  per  indigent  household  per  month) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse  (removed  once  a week  for  indigent  households) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Cost  of  Free  Basic  Services  provided  - Informal  Formal  Settlements  (R'000) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  cost  of  FBS  provided 

- 

- 

- 

7 

7 

7 

8 

8 

8 

Highest  level  of  free  service  provided  per  household 

Property  rates  (R  value  threshold) 

Water  (kilolitres  per  household  per  month) 

Sanitation  (kilolitres  per  household  per  month) 

Sanitation  (Rand  per  household  per  month) 

Electricity  (kwh  per  household  per  month) 

Refuse  (average  litres  per  week) 

4,034 

4,034 

4,034 

5,000 

5,000 

5,000 

Revenue  cost  of  subsidised  services  provided  (R'000) 

9 

Property  rates  (tariff  adjustment)  ( impermissable  values  per  section  17  of  MPRA) 

Property  rates  exemptions,  reductions  and  rebates  and  impermissable  values  in 
excess  of  section  17  of  MPRA) 

Water  (in  excess  of  6 kilolitres  per  indigent  household  per  month) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitation  (in  excess  of  free  sanitation  service  to  indigent  households) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Electricity  /other  energy  (in  excess  of  50  kwh  per  indigent  household  per  month) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse  (in  excess  of  one  removal  a week  for  indigent  households) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Municipal  Housing  - rental  rebates 

Housing  - top  structure  subsidies 

Other 

6 

Total  revenue  cost  of  subsidised  services  provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Explanatory  notes  to  Table  A10  - Basic  Service  Delivery  Measurement 

1 . Table  A10  provides  an  overview  of  service  delivery  levels,  including  backlogs  (below  minimum 
service  level),  for  each  of  the  main  services. 

2.  The  Municipality  continues  to  make  progress  with  the  eradication  of  backlogs. 

3.  The  budget  provides  for  a universal  approach  to  the  provision  of  free  subsidised  services  to  both 
indigent  and  poor  households  for  the  2017/18  MTREF. 
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4.  The  cost  of  free  basic  services  amounts  to  R 33  million.  This  implies  that  the  values  reflected  as 
Free  Basic  Services  and  the  revenue  cost  are  in  reality  much  higher  should  one  include  the  cross- 
subsidisation that  takes  place  within  the  lower  end  of  the  tariffs.  In  addition,  the  municipality 
continues  to  make  progress  in  addressing  service  delivery  backlogs. 

1.8.  Annual  Supporting  Budget  Tables 

Table  14  MBRR  Table  SA10  - Funding  Measurement 


EC104  Makana  Supporting  Table  SA10  Funding  measurement 


Description 

MFMA 

section 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audit 

outcome 

Budget  Year 

2017/18 

Budget  Year 

+1  2018/19 

Budget  Year 

+2  2019/20 

Fundinq  measures 

Cash/cash  equivalents  at  the  year  end  - R'000 

18(1)b 

1 

(22,006) 

4,698 

5,105 

8,129 

12,629 

12,629 

- 

8,939 

12,914 

17,111 

Cash  + investments  at  the  y r end  less  applications  - R'000 

18(1)b 

2 

49,980 

18,647 

121,908 

7,983 

38,374 

38,374 

- 

256,177 

270,778 

285,941 

Cash  year  end/monthly  employee/supplier  payments 

18(1)b 

3 

(1.0) 

0.2 

0.2 

0.3 

0.5 

0.5 

- 

0.3 

0.4 

0.6 

Surplus/(Deficit)  excluding  depreciation  offsets:  R'000 

18(1) 

4 

29,685 

5,723 

16,319 

(8) 

(8) 

(8) 

- 

226,267 

55,112 

42,350 

Service  charge  rev  % change  - macro  CPIX  target  exclusive 

18(1)a,(2) 

5 

N.A. 

14.6% 

22.1% 

9.9% 

(23.2%) 

(6.0%) 

(106.0%) 

(12.5%) 

(0.3%) 

(0.4%) 

Cash  receipts  % of  Ratepayer  & Other  revenue 

18(1  )a, (2) 

6 

99.4% 

101.9% 

56.4% 

77.2% 

92.2% 

92.2% 

0.0% 

87.3% 

87.3% 

87.3% 

Debt  impairment  expense  as  a % of  total  billable  revenue 

1S(1)a,(2) 

7 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Capital  payments  % of  capital  expenditure 

18(1)c;19 

8 

0.0% 

0.0% 

0.0% 

101.8% 

100.0% 

100.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Borrowing  receipts  % of  capital  expenditure  (excl.  transfers) 

18(1)c 

9 

(103.8%) 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Grants  % of  Govt  legislated/gazetted  allocations 

18(1)a 

10 

0.0% 

0.0% 

0.0% 

Current  consumer  debtors  % change  - incr(decr) 

18(1)a 

11 

N.A. 

33.1% 

71.3% 

(37.0%) 

0.0% 

0.0% 

(100.0%) 

79.5% 

5.7% 

5.6% 

Long  term  receiv  ables  % change  - incr(decr) 

18(1)a 

12 

N.A. 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

R&M  % of  Property  Plant  & Equipment 

20(1)(vi) 

13 

1.6% 

1.2% 

3.6% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Asset  renewal  % of  capital  budget 

20(1)(vi) 

14 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

SuDDortina  indicators 

% incr  total  service  charges  (incl  prop  rates) 

18(1  )a 

20.6% 

28.1% 

15.9% 

(17.2%) 

0.0% 

(100.0%) 

(6.5%) 

5.7% 

5.6% 

% incr  Property  Tax 

18(1)a 

16.6% 

(100.0%) 

0.0% 

0.0% 

0.0% 

(100.0%) 

(17%) 

5.7% 

5.6% 

% incr  Serv  ice  charges  - electricity  rev  enue 

18(1  )a 

0.8% 

97.9% 

(0.0%) 

(32.1%) 

0.0% 

(100.0%) 

(2.2%) 

5.7% 

5.6% 

% incr  Service  charges  - water  revenue 

18(1)a 

68.4% 

9.6% 

(13.4%) 

12.3% 

0.0% 

(100.0%) 

(18.3%) 

5.7% 

5.6% 

% incr  Service  charges  - sanitation  revenue 

18(1  )a 

9.0% 

73.1% 

18.3% 

(23.6%) 

0.0% 

(100.0%) 

(22.6%) 

5.7% 

5.6% 

% incr  Service  charges  - refuse  revenue 

18(1)a 

84.5% 

64.7% 

(57.1%) 

0.0% 

0.0% 

(100.0%) 

57.7% 

5.7% 

5.6% 

% incr  in  Service  charges  - other 

18(1  )a 

13.2% 

(100.0%) 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Total  billable  revenue 

18(1)a 

207,717 

250,437 

320,759 

371,898 

307,917 

307,917 

- 

288,026 

304,444 

321,493 

Serv  ice  charges 

207,717 

250,437 

320,759 

371,898 

307,917 

307,917 

- 

288,026 

304,444 

321,493 

Property  rates 

46,153 

53,827 

- 

65,215 

65,215 

65,215 

- 

64,080 

67,732 

71,525 

Service  charges  - electricity  revenue 

95,766 

96,547 

191,064 

191,033 

129,683 

129,683 

- 

126,774 

134,000 

141,504 

Service  charges  - water  revenue 

39,594 

66,695 

73,101 

63,270 

71,052 

71,052 

- 

58,025 

61,333 

64,768 

Service  charges  - sanitation  revenue 

19,752 

21,525 

37,254 

44,075 

33,662 

33,662 

- 

26,051 

27,536 

29,078 

Service  charges  - refuse  removal 

6,363 

11,741 

19,340 

8,305 

8,305 

8,305 

- 

13,097 

13,843 

14,618 

Serv  ice  charges  - other 

90 

102 

- 

- 

- 

- 

- 

- 

- 

- 

Rental  of  facilities  and  equipment 

801 

1,023 

- 

811 

811 

811 

- 

1,579 

1,669 

1,763 

Capital  expenditure  excluding  capital  grant  funding 

(29,643) 

(21,852) 

(57,936) 

(0) 

(0) 

(0) 

- 

(226,267) 

(55,110) 

(42,348) 

Cash  receipts  from  ratepayers 

18(1)a 

225,556 

262,567 

248,006 

304,318 

304,318 

304,318 

- 

290,218 

306,761 

323,940 

Ratepayer  & Other  revenue 

18(1  )a 

226,882 

257,650 

440,053 

394,192 

330,211 

330,211 

- 

332,458 

351,409 

371,087 

Change  in  consumer  debtors  (current  and  non-current) 

163,479 

55,672 

159,542 

(141,790) 

(141,790) 

(141,790) 

(383,426) 

192,124 

24,724 

25,675 

Operating  and  Capital  Grant  Revenue 

18(1  )a 

115,733 

110,611 

- 

91,292 

91,292 

91,292 

- 

120,209 

126,876 

133,818 

Capital  ex  penditure  - total 

20(1)(vi) 

- 

- 

- 

170,043 

43,168 

43,168 

- 

- 

- 

- 

Capital  expenditure  - renewal 

20(1  )(vi) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

SuDDortina  benchmarks 

Growth  guideline  maximum 

6.0% 

6.0% 

6.0% 

6.0% 

6.0% 

6.0% 

6.0% 

6.0% 

6.0% 

6.0% 

CPI  guideline 

4.3% 

3.9% 

4.6% 

5.0% 

5.0% 

5.0% 

5.0% 

5.4% 

5.6% 

5.4% 

DoRA  operating  grants  total  MFY 

- 

- 

DoRA  capital  grants  total  MFY 

- 

- 

Prov  incial  operating  grants 

- 

- 

Provincial  capital  grants 

- 

- 

District  Municipality  grants 

- 

- 

Total  gazetted/advised  national,  provincial  and  district  grants 

- 

- 

- 

Average  annual  collection  rate  (arrears  inclusive) 
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Table  15  MBRR  Table  SA1 8 - Transfers  & Grants  Receipts 


EC104  Makana  - Supporting  Table  SA18  Transfers  and  grant  receipts 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2017/18 

+1  2018/19 

+2  2019/20 

RECEIPTS: 

1,  2 

Operatinq  Transfers  and  Grants 

National  Government: 

_ 

76,364 

80,559 

77,632 

77,632 

77,632 

83,952 

89,991 

94,775 

Local  Government  Equitable  Share 

72,184 

75,767 

73,008 

73,008 

73,008 

79,569 

85,530 

90,751 

EPWP  Incentive 

1,007 

1,002 

1,000 

1,000 

1,000 

1,000 

- 

- 

Finance  Management 

1,909 

1,675 

1,810 

1,810 

1,810 

2,145 

2,400 

2,660 

Municipal  Systems  Improvement 

930 

" 

" 

761 

MIG  Operational 

1,264 

1,185 

1,814 

1,814 

1,814 

1,238 

1,300 

1,364 

Provincial  Government: 

- 

2,435 

2,581 

2,901 

2,901 

2,901 

4,000 

- 

- 

Sport  and  Recreation 

2,435 

2,581 

2,901 

2,901 

2,901 

4,000 

MIG  Operational 

District  Municipality: 

- 

1,409 

1,500 

1,917 

1,917 

1,917 

17,027 

- 

- 

Health  Subsidy 

1,409 

1,500 

1,917 

1,917 

1,917 

16,000 

- 

- 

Fire  Subsidy 

1,027 

- 

- 

Other  grant  providers: 

_ 

_ 

_ 

_ 

_ 

- 

5,530 

_ 

- 

Water  Demand  Management 

5,000 

- 

- 

SETA  Subsidy 

530 

- 

- 

Total  Operating  Transfers  and  Grants 

5 

- 

80,208 

84,639 

82,450 

82,450 

82,450 

110,509 

89,991 

94,775 

Capital  Transfers  and  Grants 

National  Government: 

30,098 

45,865 

48,510 

120,474 

120,474 

120,474 

79,236 

79,801 

68,267 

Municipal  Infrastructure  Grant  (MIG) 

30,098 

35,865 

22,510 

34,474 

34,474 

34,474 

23,526 

24,691 

25,919 

Regional  Bulk  Infrastructure 

10,000 

26,000 

86,000 

86,000 

86,000 

51,000 

51,000 

38,000 

INEP  & NDPG 

4,710 

4,110 

4,348 

Provincial  Government: 

_ 

_ 

_ 

_ 

_ 

- 

_ 

_ 

- 

Other  capital  transfers/grants  [insert 
description] 

District  Municipality: 

_ 

_ 

_ 

_ 

_ 

- 

_ 

_ 

- 

Health  Subsidy 

Other  grant  providers: 

- 

- 

- 

- 

- 

- 

140,000 

- 

- 

Water  Demand  Managemen 

ECDC 

140,000 

_ 

_ 

Total  Capital  Transfers  and  Grants 

5 

30,098 

45,865 

48,510 

120,474 

120,474 

120,474 

219,236 

79,801 

68,267 

TOTAL  RECEIPTS  OF  TRANSFERS  & GRANTS 

30,098 

126,073 

133,149 

202,924 

202,924 

202,924 

329,745 

169,791 

163,042 
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Table  16  MBRR  Table  SA19  - Expenditure  on  Transfer  and  Grant  Programme 


EC104  Makana  - Supporting  Table  SA19  Expenditure  on  transfers  and  grant  programme 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current  Year  2016/17 

2017/18  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2017/18 

+1  2018/19 

+2  2019/20 

EXPENDITURE: 

1 

Operatinq  expenditure  of  Transfers  and  Grants 

National  Government: 

_ 

76,364 

80,559 

77,632 

77,632 

77,632 

83,952 

89,991 

94,775 

Local  Government  Equitable  Share 

72,184 

75,767 

73,008 

73,008 

73,008 

79,569 

85,530 

90,751 

EPWP  Incentive 

1,007 

1,002 

1,000 

1,000 

1,000 

1,000 

- 

- 

Finance  Management 

1,909 

1,675 

1,810 

1,810 

1,810 

2,145 

2,400 

2,660 

Municipal  Systems  Improvement 

930 

761 

MIG  Operational 

1,264 

1,185 

1,814 

1,814 

1,814 

1,238 

1,300 

1,364 

Provincial  Government: 

- 

2,435 

2,581 

2,901 

2,901 

2,901 

4,000 

- 

- 

Sport  and  Recreation 

2,435 

2,581 

2,901 

2,901 

2,901 

4,000 

MIG  Operational 

District  Municipality: 

_ 

1,409 

1,500 

1,917 

1,917 

1,917 

17,027 

_ 

- 

Health  Subsidy 

1,409 

1,500 

1,917 

1,917 

1,917 

16,000 

- 

- 

Fire  Subsidy 

1,027 

- 

- 

Other  grant  providers: 

- 

- 

- 

- 

- 

- 

5,530 

- 

- 

Water  Demand  Management 

5,000 

- 

- 

SETA  Subsidy 

530 

- 

- 

Total  operating  expenditure  of  Transfers  and  Grants 

- 

80,208 

84,639 

82,450 

82,450 

82,450 

110,509 

89,991 

94,775 

Capital  expenditure  of  Transfers  and  Grants 

National  Government: 

30,098 

45,865 

48,510 

120,474 

120,474 

120,474 

79,236 

79,801 

68,267 

Municipal  Infrastructure  Grant  (MIG) 

30,098 

35,865 

22,510 

34,474 

34,474 

34,474 

23,526 

24,691 

25,919 

Regional  Bulk  Infrastructure 

10,000 

26,000 

86,000 

86,000 

86,000 

51,000 

51,000 

38,000 

INEP  & NDPG 

4,710 

4,110 

4,348 

Provincial  Government: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  capital  transfers/grants  [insert 
description] 

District  Municipality: 

_ 

_ 

_ 

_ 

_ 

_ 

- 

_ 

- 

Health  Subsidy 

Other  grant  providers: 

_ 

_ 

_ 

_ 

_ 

_ 

140,000 

_ 

- 

Water  Demand  Managemen 

ECDC 

140,000 

_ 

_ 

Total  capital  expenditure  of  Transfers  and  Grants 

30,098 

45,865 

48,510 

120,474 

120,474 

120,474 

219,236 

79,801 

68,267 

TOTAL  EXPENDITURE  OF  TRANSFERS  AND  GRAN1 

30,098 

126,073 

133,149 

202,924 

202,924 

202,924 

329,745 

169,791 

163,042 
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PART  2-  SUPPORTING  DOCUMENTATION 

2.1  Overview  of  the  Budget  Process 

Section  53  of  the  MFMA  requires  the  Mayor  of  the  municipality  to  provide  general  political  guidance  in 
the  budget  process  and  the  setting  of  priorities  that  must  guide  the  preparation  of  the  budget.  In 
addition  Chapter  2 of  the  Municipal  Budget  and  Reporting  Regulations  states  that  the  Mayor  of  the 
municipality  must  establish  a Budget  Steering  Committee  to  provide  technical  assistance  to  the  Mayor 
in  discharging  the  responsibilities  set  out  in  section  53  of  the  Act. 


The  Budget  Steering  Committee  consists  of  the  Mayor,  Mayco,  Municipal  Manager  and  senior  officials 
of  the  municipality  meet  on  the  22  March  2016  to  discuss  the  draft  budget. 


The  primary  aims  of  the  Budget  Steering  Committee  is  to  ensure: 

• that  the  process  followed  to  compile  the  budget  complies  with  legislation  and  good  budget 
practices; 

• that  there  is  proper  alignment  between  the  policy  and  service  delivery  priorities  set  out  in  the 
municipality's  IDP  and  the  budget,  taking  into  account  the  need  to  protect  the  financial 
sustainability  of  municipality; 

• that  the  municipality's  revenue  and  tariff  setting  strategies  ensure  that  the  cash  resources 
needed  to  deliver  services  are  available;  and 

• that  various  spending  priorities  of  the  different  municipal  departments  are  properly  evaluated 
and  prioritised  in  the  allocation  of  resources. 

2.2  Overview  of  Budget  Assumptions 

Budgets  are  prepared  in  an  environment  of  uncertainty.  To  prepare  meaningful  budgets,  assumptions 
need  to  be  made  about  internal  and  external  factors  that  could  influence  the  budget.  This  budget  is 
premised  on  an  85  per  cent  collection  rate. 

General  inflation  outlook  and  its  impact  on  the  municipal  activities 

The  revised  headline  CPI  forecasts  from  National  Treasury  for  2017/18,  2018/19  and  2019/20  are 
6.4%,  5.7%  and  5.6%  respectively.  These  growth  parameters  does  not  apply  to  tariff  increases  for 
property  rates,  user  and  other  charges  raised  by  municipalities. 

Rates,  tariffs  and  charges 

The  following  table  shows  the  assumed  average  domestic  percentage  increases  built  into  the  MTREF 
for  rates,  tariffs  and  charges: 


Tariffs 

Proposed  tariff  increases  (2017/18) 

Rates 

6.4% 

Water 

6.4% 

Electricity  Monthly  consumption 

2.2% 

Sewerage 

6.4% 

Refuse 

6.4% 

Sundry  tariff  increases  will  be  limited,  in  most  instances,  to  be  within  the  CPI  inflation  rate. 
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Collection  rates  for  each  revenue  source  and  customer  type 

The  Municipality  has  in  place  a revised  fair  credit  control  policy.  Furthermore,  its  policy  on  indigent 
support  and  rebates  means  that  indigent  households  receive  free  or  subsidised  basic  services  thereby 
keeping  them  free  of  the  burden  of  municipal  debt. 


Free  or  subsidised  basic  services 

Makana's  criteria  for  supporting  free  or  subsidised  basic  services  are  set  out  in  the  indigent  support 
and  rebate  policy.  The  Government  allocates  revenue  from  the  Division  of  Revenue  Act  (DORA)  in  the 
form  of  the  Equitable  Share  Grant  with  the  primary  aim  of  assisting  with  the  costs  of  providing  free  or 
subsidised  basic  services  to  indigent  households.  Any  costs  over  and  above  the  Equitable  Share 
allocation  are  met  by  the  Municipality. 


2.3  Overview  of  alignment  of  annual  budget  with  IDP 

The  Constitution  mandates  local  government  with  the  responsibility  to  exercise  local  developmental 
and  cooperative  governance.  The  eradication  of  imbalances  in  South  African  society  can  only  be 
realized  through  a credible  integrated  developmental  planning  process. 

Municipalities  in  South  Africa  need  to  utilise  integrated  development  planning  as  a method  to  plan 
future  development  in  their  areas  and  so  find  the  best  solutions  to  achieve  sound  long-term 
development  goals.  A municipal  IDP  provides  a five  year  strategic  programme  of  action  aimed  at 
setting  short,  medium  and  long  term  strategic  and  budget  priorities  to  create  a development 
platform,  which  correlates  with  the  term  of  office  of  the  political  incumbents. 

The  plan  aligns  the  resources  and  the  capacity  of  a municipality  to  its  overall  development 
aims  and  guides  the  municipal  budget.  An  IDP  is  therefore  a key  instrument  which 
municipalities  use  to  provide  vision,  leadership  and  direction  to  all  those  that  have  a role  to  play  in 
the  development  of  a municipal  area.  The  IDP  enables  municipalities  to  make  the  best  use  of  scarce 
resources  and  speed  up  service  delivery. 

Integrated  developmental  planning  in  the  South  African  context  is  amongst  others,  an  approach  to 
planning  aimed  at  involving  the  municipality  and  the  community  to  jointly  find  the  best  solutions 
towards  sustainable  development.  Furthermore,  integrated  development  planning  provides  a strategic 
environment  for  managing  and  guiding  all  planning,  development  and  decision  making  in  the 
municipality. 

It  is  important  that  the  IDP  developed  by  municipalities  correlate  with  National  and  Provincial  intent. 

It  must  aim  to  co-ordinate  the  work  of  local  and  other  spheres  of  government  in  a coherent  plan  to 
improve  the  quality  of  life  for  all  the  people  living  in  that  area.  Applied  to  the  Municipality,  issues  of 
national  and  provincial  importance  should  be  reflected  in  the  IDP  of  the  municipality.  A clear 
understanding  of  such  intent  is  therefore  imperative  to  ensure  that  the  municipality  strategically 
complies  with  the  key  national  and  provincial  priorities. 

The  IDP  drives  the  strategic  development  of  the  Municipality.  The  Municipality's  budget  is  influenced 
by  the  strategic  objectives  identified  in  the  IDP.  The  service  delivery  budget  implementation  plan 
(SDBIP)  ensures  that  the  Municipality  implements  programmes  and  projects  based  on  the  IDP  targets 
and  associated  budgets.  The  performance  of  the  Municipality  is  tabled  in  its  Annual  report. 
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2.4  Performance  indicators  and  benchmarks 

2.4.1  Revenue  Management 

As  part  of  the  financial  sustainability  strategy,  an  aggressive  revenue  management  framework 
has  been  continued  from  previous  years  to  maintain  cash  inflow.  The  intention  of  the  strategy  is 
to  streamline  the  revenue  value  chain  by  ensuring  accurate  billing,  customer  service,  and  credit 
control  and  debt  collection  with  specific  focus  in  the  “traditional  areas”. 

2.4.2  Creditors  Management 

The  Municipality  I still  struggling  to  ensure  that  creditors  are  settled  within  the  legislated  30  days  of 
invoiced  due  to  financial  challenges. 

2.5  Overview  of  budget  related-policies 

The  Municipality's  budgeting  process  is  guided  and  governed  by  relevant  legislation,  frameworks, 
strategies  and  related  policies. 

2.5.1  Review  of  credit  control  and  debt  collection  procedures/policies 

The  Credit  Control  & Debt  Collection  Policy  was  reviewed  and  approved  by  Council  in  June  2016 
and  is  still  in  place  and  very  effective.  The  policy  is  credible,  sustainable,  and  manageable  and 
informed  by  affordability  and  value  for  money,  hence  there  is  no  need  to  review  any  components  of 
the  policy. 

The  2016/17  MTREF  has  been  prepared  on  the  basis  of  achieving  an  average  debtors' 
collection  rate  of  96  per  cent  on  current  billings. 


2.5.2  Asset  Management 

The  consumption  of  assets  is  measured  with  their  level  of  depreciation.  To  ensure  future 
sustainability  of  the  Municipality's  infrastructure,  service  delivery  and  revenue  base;  investment 
in  existing  infrastructure  is  paramount.  The  strategy  in  the  framework  is  to  give  more  priority  and 
emphasis  on  renewal  of  existing  infrastructure.  The  renewal  of  existing  assets,  the  need  for  the 
repairs  and  maintenance  of  existing  assets  is  considered  in  the  framework  hence  a move  by  the 
Municipality  to  invest  more  in  repairs  and  maintenance. 

The  Asset  Management  Policy  is  considered  a strategic  guide  in  ensuring  a sustainable  approach  to 
asset  renewal,  repairs  and  maintenance.  In  addition  the  policy  prescribes  the  accounting  and 
administrative  policies  and  procedures  relating  to  property,  plant  and  equipment  (fixed  assets). 

Amendments  are  proposed  for  this  policy  in  the  2017/18  financial  year. 

2.5.3  Budget  Adjustment  Policy 

The  adjustments  budget  process  is  governed  by  various  provisions  in  the  MFMA  and  is  aimed  at 
instilling  and  establishing  an  increased  level  of  discipline,  responsibility  and  accountability  in  the 
financial  management  practices  of  municipalities.  To  ensure  that  the  Municipality  continues  to  deliver 
on  its  core  mandate  and  achieves  its  developmental  goals,  the  mid-year  review  and  adjustment 
budget  process  will  be  utilised  to  ensure  that  underperforming  functions  are  identified  and  funds 
redirected  to  performing  functions. 

Amendments  are  proposed  for  this  policy  in  the  2017/18  financial  year. 
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2.5.4  Supply  Chain  Management  Policy 

The  amendment  of  the  Supply  Chain  Management  Policy  was  done  in  terms  of  Supply  Chain 
Management  Regulations  clause  3(1)  (b)  and  was  adopted  by  Council  on  30  June  2014. 

The  SCM  Policy  will  be  reviewed  in  line  with  MFMA  Circular  no.  77  and  will  be  tabled  with 
the  draft  budget. 

2.5.5  Virement  Policy 

The  Virement  Policy  aims  to  empower  senior  managers  with  an  efficient  financial  and  budgetary 
amendment  and  control  system  to  ensure  optimum  service  delivery  within  the  legislative 
framework  of  the  MFMA  and  the  Municipality’s  system  of  delegations. 

Amendments  are  proposed  for  this  policy  in  the  2017/18  financial  year 

2.6.7  Tariff  of  Charges  Policy 

The  Municipality’s  tariff  policy  provides  a broad  framework  within  which  the  Council  can 
determine  fair,  transparent  and  affordable  charges  that  also  promote  sustainable  service 
delivery. 

The  policy  is  amended  and  approved  annually  with  the  MTREF. 

All  the  above  policies  are  available  on  the  Municipality  website,  as  well  as  the  following  budget 
related  policies: 

• Property  Rates  Policy;  and 

• Fraud  Prevention  policy. 
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Acting  Municipal  Manager  Quality  Certificate 


I, , Acting  Municipal  Manager  of  Makan a 

Municipality,  hereby  certify  that  the  2017/18  Annual  Budget  and  supporting  documentation 
have  been  prepared  in  accordance  with  the  Municipal  Finance  Act  and  the  regulations  made 
under  that  Act,  and  that  the  annual  budget  and  supporting  documentation  are  consistent 
with  the  Integrated  Development  Pi  an  of  the  municipality. 


Mr.  M.  Pianga 

ACTING  MUNICIPAL  OF  MAKANA  MUNICIPALITY  (EC  104) 


DATE: 
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